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SECURITIES AND EXCHANGE COMMISSION 
Washington 
ACCOUNTING SERIES 
Release No. 9 
The Securities and Exchange Commission today announced the issuance of an 
additional opinion in its Accounting Series, dealing with the "balance sheet 
presentation of preferred or other senior classes of capital stock having pre-
ferences on involuntary liquidation in excess of the par or stated value." The 
opinion, prepared by William W. Werntz, the Chief Accountant, in response to 
an inquiry, follows: 
"Inquiry has been made with respect to the proper presentation in state-
ments filed with the Commission of preferred or other senior classes of capital 
stock having preferences on involuntary liquidation in excess of the par or 
stated value. In such cases the method of presentation is of importance in 
order to reflect fully and adequately the equities of the various classes of 
stockholders, and to indicate the status of surplus particularly from a divi-
dend standpoint. 
"As required by the regulations of the Commission there should be set 
forth in the balance sheet lor each class of stock (1) the number of shares (a) 
authorized and (b) outstanding; (2) the par value per share or, if no par 
value, the stated or assigned value per share, if any; and (3) the aggregate 
capital stock liability thereof. In addition, it is my opinion that in the 
case of preferred stock the preferences on involuntary liquidation if other 
than the par or stated value, and the dividends in arrears, if any, should be 
shown (preferably in the balance sheet) both per share and in the aggregate 
for each class of such stock. 
"As a means of further disclosure when the excess involved is significant 
there should be shown in the balance sheet or in footnotes thereto (1) the 
difference between the aggregate preference on involuntary liquidation and 
the aggregate par or stated value; (2) a statement that this difference, plus 
any arrears in dividends, exceeds the sum of the par or stated value of the 
junior capital and the surplus, if such is the case; and (3) a statement as to 
the existence of any restrictions upon surplus growing out of the fact that 
upon involuntary liquidation the preference of the preferred stock exceeds its 
par or stated value." 
The Securities and Exchange Commission also issued today the following 
statement of administrative policy in connection with the problem discussed in 
the above opinion. 
"In addition to requiring disclosure of the pertinent facts outlined in 
the above opinion, it is the administrative policy of the Commission when the 
excess involved is significant to require as a means of further disclosure 
that there be filed as an exhibit an opinion of counsel as to whether there 
are any restrictions upon surplus by reason of the difference between the pre-
ference of the preferred stock on involuntary liquidation and its par or 
stated value and also as to any remedies available to security holders before 
or after the payment of any dividend that would reduce surplus to an amount 
less than the amount by which the aggregate preference of such stock on invol-
untary liquidation exceeds its aggregate par or stated value. Such opinion of 
counsel should set forth any applicable constitutional and statutory provi-
sions and should refer to any decisions which, in the opinion of counsel, are 
controlling." 
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